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INTRODUCTION: COMPETITION BETWEEN STATES AND
PROVINCES FOR NEW INVESTMENT: THE EFFECT OF
CROSS- BORDER INCENTIVES ON PLANT LOCATION
Jon Groetzinger

Good morning.
Today we are going to be talking about financial incentives and other
incentives used to attract business to locate across the borders.
We have with us two speakers: One representing financial investment
incentives for Canada and the other for Ohio.
I think some of the questions that arise concerning this issue are: what are
the types of incentives, what are the restrictions on those incentives in terms
of the sovereign's ability to hand them out to foreign investors and, most important, do they work?
Financial incentives are sort of a unique animal. Most businesses such as
American Greetings, where I work, are always meeting increased costs. Financial incentives seem to work in the other direction, at least for a while,
but more typical is the situation similar to the guy who comes out of an office
building and goes down across the street and there is a pretzel vendor there.
The first day he gives the woman a quarter, does not take a pretzel and walks
on. This happens for the next seven days. Finally, on the eighth day he gives
her a quarter and she runs after him. When she finally catches up with him
he says, "I know, you want to know why I leave a quarter for you every day
and I never take a pretzel." She replies, "No, not really, I just wanted to tell
you the price went up to thirty-five cents."
Those are the conditions that most businesses are used to, and today we
are going to explore what it takes for business to gain incentives from a sovereign.
Our first speaker today is Mr. Straatsma. Ron is the managing director of
the State of Ohio Canadian market office. He was named to that position in
1995 and he is a professional at getting the investment incentives to Canadian business. He served as trade advisor to the state of Ohio in 1992
through 1995. He is responsible for providing market research to the state
and to Ohio based companies that are seeking to enhance their market in
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Canada. In addition he works to attract Canadian investment to the State of
Ohio. He has held the office of chairman of the Council of American States
in Canada from 1996 to 1999. The council is composed of Canadian resident
directors of seven American states, state offices, with full-time staff in Canada. Its primary role is centered on the joint marketing of member states to
the Canadian manufacturing community. Mr. Straatsma holds an undergraduate degree in economics.
Mr. Straatsma, your statement, that financial incentives do not seem to be
the main driver of cross-border investment, certainly is indicative of the U.S.
style of granting credits and encouraging people to come across the line. I
am reminded of a business training exercise where two individuals are placed
on different sides of the room and a line is drawn across the middle of the
room and the object is to try and encourage the other person to come across
the line without any violence or physical contact, and, typically, the Americans have not done very well in these exercises, whereas the Japanese have
done very well in these exercises. When two Japanese are on either side of
the line, one usually says to the other, "I will go across if you will" and they
exchange places. Maybe if we thought through our incentives a little more
thoroughly, they could provide significant, at least short-term incentive for
U.S. business to either go to Canada or have Canadians come here.
Our next speaker is Mr. Richards. Mr. Richards is the Assistant Deputy
Minister for Investment at the Ministry of Economic Development and Trade
in Ontario. In 1996 he served as Assistant Deputy Minister for Marketing and
Trade Ministry. Back in 1990 he was appointed Assistant Deputy Minister
of the Food Industry Division. He joined Ontario Public Service in 1982 as
Director of Marketing and Development. He has held executive marketing
positions with multi-national firms in the medical products areas, consumer
packaged goods, chemical and food industries. He studied at Waterloo University College and The University of Western Ontario.
We are going to hear from both speakers and take questions and answer
thereafter. Right now I would like to introduce Mr. Straatsma and Mr. Richards.

